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HOW TO PREVENT A MONEY FAMINE. 

BY THE HON. JAMES H. ECKELS, COMPTROLLER OF THE 
CURRENCY. 



It is not proposed in this paper to undertake either a scien- 
tific discussion of the so-called " currency problem " or to insti- 
tute a historical research into the currency conditions of either 
our own or other countries. The object sought is to state as 
briefly as possible certain propositions which, it is believed, are 
at least worthy of passing consideration and which now seem per- 
tinent. 

Following in the wake of every period of financial distress, 
business depression, and money famine there is always the currency 
agitator, who sees in the operation of existing currency laws the 
source of all this embarrassment, and in their entire abolishment 
or complete change the only remedy for past misfortunes and safe 
guarantee against future disaster. The present time is no excep- 
tion, and once more he is abroad in the land, with the same zeal 
and pertinacity, preaching the same old doctrines which in their 
day served the advocate of an unlimited issue of greenbacks and 
the fiatist, and are now taught by the Farmers'- Alliance adherent, 
many of the proponents of the free and unlimited coinage of 
silver, and not a few of their aiders and abettors. 

In the light of many of the suggestions upon the cause of 
and the cure for our financial ailments made by these champions 
of a new and different order of things, the truth of Professor 
Jevons's assertion that " Currency is to the science of economy 
what the squaring of the circle is to geometry or perpetual mo- 
tion to mechanics " is fully demonstrated, and we may well be- 
lieve, with him, that : 
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" If there were a writer on currency possessing some of the humor and 
learning of the late Professor De Morgan, he could easily produce a budget 
of currency paradoxes more than rivalling De Morgan's circle-squaring par- 
adoxes. There are men who spend their time and fortunes in endeavoring 
to convince a dull world that poverty can be abolished by the issue of 
printed bits of paper. I know one gentleman who holds that exchequer 
bills are the panacea for the evils of humanity. Other philanthropists 
wish to make us all rich by coining the national debt, or coining everything. 
Another class of persons have long been indignant that, in this age of free 
trade, the mint price of gold should still remain arbitrarily fixed by statute. 
A member of Parliament lately discovered a new grievance, and made his 
reputation by agitating against the oppressive restrictions on the coinage 
of silver at the mint. No wonder so many people are paupers when there 
is a deficiency of shillings and sixpences, and when the amount merely of 
the rates and taxes paid in a year exceeds the whole sum of money circulat- 
ing in the kingdom." 

How familiar all these personages are to the student of the 
history of American finance! from the time that John Winthrop, 
the younger, first suggested the use of paper money in this 
country to the very present, they have gone up and down the 
land teaching and preaching the healing efficacy of great issues of 
currency, until we wonder, not at the disaster wrought by them, 
but that the devastation has not been more widespread. Fortu- 
nately in these latter days the good sense of our people has de- 
feated many of the schemes of those who, by the necromancy of 
finance, would wipe out all indebtedness, and in the twinkling of 
an eye make riches abound to all. But here and there has crept 
into our monetary system some trace of their doctrines, though 
so strong in the past has been the consensus of public opinion when 
once aroused that John Stuart Mill, commenting upon it, said: 

" It has been shown by many examples in the recent history of the 
United States that an agitation for something wrong and mischievous may 
go on for a certain length of time without visibly stirring up the good- 
sense and honesty of the country to resist it, but that, when the agitation 
attains a sufficient height to begin to be dangerous, a mass of opinion, 
which ordinarily remains quiescent, forces itself into acMvity, puts down 
the wrong thing, and peremptorily demands the right thing instead. Let 
us hope that this mass of wholesome opinion may always exist and pre- 
vail." 

Never was the truthfulness of the statement of the distin- 
guished English economist more forcibly illustrated than in the 
action of Congress upon the repeal of the purchasing clause 
of the Sherman Silver Act. But all this agitation which ulti- 
mately results in accomplishing the right thing (always, however, 
after much harm has been done by the wrong) is inimical to 
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continued prosperity and ought in the largest measure possible 
to be avoided. It cannot be done away with entirely, for as long 
as governments exist monetary agitations will go on, but the 
harm done may be minimized by pursuing a course of conduct 
which will make it a difficult thing to enlist any considerable 
body of men in behalf of either visionary or dishonest schemes. 

The question to which the friends of a sound money system 
should now address themselves is not how to temporarily defeat 
the desires of the Populists, the advocates of free coinage of 
silver, of government warehouses, and kindred plans, but how to 
permanently insure the country against the dangers which would 
flow from the crystallizing into law of their monetary and finan- 
cial sophisms. Such result cannot be brought about by either 
scoffing at their leaders or scouting that which they propose. 
Neither will it do to underestimate the sources of strength of 
those who range themselves under the banner of the Populist and 
free-coinage parties. So long as they have the enthusiasm, which 
springs from the belief of lessening the woes of the debt-burdened 
classes, to urge them to effort, and the encouragement of the tim- 
orous and compromising in the ranks of those who oppose them, 
they will continue an active force in monetary agitation and an 
uncertain element in American politics, and, as such, warrant 
recognition and intelligent opposition. 

These people are not to be deceived by empty promises, blinded 
by flattery, nor soothed into silence by splendid phraseology. 
They can be eliminated permanently as a factor worthy of con- 
sideration in but one way, and that lies in so educating the peo- 
ple in sound monetary principles that the fallacies of their teach- 
ings may be " known and read of all men." As long as terms 
of compromise are offered, they will increase in strength ; as long 
as they are not beaten squarely upon the issues for which they 
stand, they will cling to the hope of ultimate success. 

That which now is most needed is a campaign of education on 
monetary and financial questions. The education to be given 
ought to be systematic and thorough. It ought not to embrace 
either abstruse theories or illusive deductions. The freer it is of 
technicalities, the more complete will it be and the results ac- 
complished more certain. It should be rid of all ambiguity and 
devoid of that enigmatical mystery which so long has cloaked the 
utterances of many of our skilled practical financiers only to create 
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"confusion worse confounded" in the minds of the public on 
the operation of finance and the workings of our currency sys- 
tem. There is much of truth in the statement of Professor Bon- 
amy Price that : 

" No science has suffered so severely at the hands of practical and em- 
pirical men as political economy. They have at all times propounded and 
acted on doctrines of the most elaborate kind. The more directly engaged 
in business was the speaker, the more complicated, the more artificial, the 
more mysterious have been the rules he laid down for the attainment of 
wealth." 

It may be urged, however, that all this involves interminable 
work, inexhaustible patience and great personal or political sacri- 
fice, and that so long as a strong public opinion ultimately inter- 
venes to prevent the full fruition of the threatened disaster, it is 
scarcely worth the while to anticipate by the use of a preventive. 
Unquestionably it necessitates work, requires patience and in 
some instances personal sacrifice, possibly the temporary laying 
aside of political ambitions; but the element most essential in such 
a campaign is the courage of conviction, strong enough to un- 
equivocally assert itself upon monetary subjects and to couple 
with it an abiding faith in the ultimate triumph of sound princi- 
ples and honest purpose. The gravest mistake of the professional 
politician and the cause of his most unexpected reverses rests in 
his underestimating the intelligence of the general people with 
whom he has to deal and the influence of principles, if boldly and 
intelligently announced, upon the public mind. 

It was a favorite theory of Mr. Tilden — who, in point of acute 
statesmanship and sagacious political leadership, has never been 
surpassed in the annals of American politics, and who, as a finan- 
cier, is to be ranked with Gallatin — that the important thing in a 
contest for political supremacy is to have an abiding faith in the 
ultimate triumph of that which appeals to the intelligence of the 
people. Upon a notable occasion, in receiving the congratula- 
tions of a body of young men upon his elevation to the chief 
magistracy of the State of New York, he said : 

" We have to meet these political and social problems. We have to 
meet them with intelligence and courage and, above all, with trust in the 
masses of our people. I have been one of those who, amid periods preg- 
nant with despondency, still retained that trust in the body of the Ameri- 
can people with which I began life. I did not incline to censure those who 
sometimes felt despondent ; but I myself never lost courage, never lost my 
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belief that the element of human society which seeks for what is good is 
more powerful, if we will but trust in it, than all those selfish combinations 
that would obtain advantage over the masses of the people." 

If, in the campaign of financial education such as has been 
indicated, the same appreciation of the intelligent action of a 
rightly informed public enters, a successful outcome is assured. 

In laying down the lines upon which it ought to be carried on, 
but two ideas should be given commanding prominence, for when 
once the public have fully grasped their import, the problem will 
be solved and the victory won : 

First. The American people must know that the essential re- 
quisite of our currency is not volume, but soundness ; and 

Second. They must cease looking to Congress in every season 
of financial distress for relief, but instead become more self-reliant, 
more self-helpful, and learn to employ to a greater extent the 
means locally at hand. 

A careful study of the monetary history of recent years, both 
in proposed and enacted legislation, reveals the dominant idea 
to have been the increase in the volume of the currency ; and so 
strenuously have the advocates of a great volume of circulating 
medium urged the matter that a distinguished writer upon economic 
subjects propounds the query : 

"Has there been a year since 1868 when the industrial interests of this 
country have not perceptibly flinched before the threat of inflation? Has 
Congress, since the volume of money became a political issue, ever opened 
in December without an evident dread on the part of the mercantile and 
manufacturing community lest unwise and fanatical legislation should fol- 
low?" 

To such lengths has this view been pushed that the soundness 
of our money, its absolute stability, its intrinsic or representative 
value, its ability to pass current without question in all the mar- 
kets of the world, its entrenchment in the confidence of the peo- 
ple, have been by many considered scarcely of even secondary 
importance. There never was a more fallacious doctrine taught 
than that the prosperity of a people depends upon, or is gained by, 
the great volume of its currency, irrespective of other conditions. 
It is the echo of the long-since exploded theory that only money 
is wealth, and the greater the volume of it the richer the people. 
It reigned supreme* in Prance in the days of John Law and 
his " Mississippi fiiver Bubble " scheme, and again when the 
National Assembly of Prance, seventy-five years later issued mil- 
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lions upon millions of assignats and mandats. The early history 
of the Colonies of New England, with the issues of the Land 
Bank of Massachusetts and those of the Paper Bank of Rhode 
Island, is a fruitful source of instruction to all who cling so tena- 
ciously to the prime necessity of great volume, while much 
knowledge can be gained from contemplating the issues of the 
United Colonies under the Articles of Confederation, and still 
later by the banks of the North, South, East, and West prior to 
the civil war. And still more instructive is the experience of 
the Argentine Republic in giving way to such theory, the resultant 
effect of which is a nation of bankrupts. It is not the quantity of 
our currency, but the quality and efficiency of it, which are most 
deserving of attention and which most affect the national pros- 
perity of the American people. If every dollar which we circulate 
is worth a dollar at home or abroad, there need be little fear of 
an insufficient quantity. If it is not, enlarging the volume but 
insures a wider sweep of financial ruin. 

No matter how great or how small the volume, there will al- 
ways be sections of the country where, under the same condi- 
tions, money famine will prevail. Legislation is powerless to 
remedy this or put an end to it, and the sooner this fact is 
realized the sooner will the people of these sections set about to 
create conditions which will bring to them at any and all seasons 
of the year such amounts of money as will best meet their needs. 
" The want of money," as it is called, says Gallatin, " is the 
want of exchangeable or salable property or commodities and 
the want of credit. The man who says that he wants money 
could at all times obtain it if he had either credit or salable com- 
modities." It is the failure to appreciate that it is want of credit 
on the part of the borrower, and not a want of currency in the 
country, which causes an appeal to Congress to do that through 
legislative enactment which only can be accomplished through 
individual or local exertion. 

The same amount of energy and industry which is now em- 
ployed in attempting to demonstrate the great boon which is con- 
ferred upon communities by great issues of currency, directed 
toward convincing the people that they can do more through 
employing means which they already have at hand, if properly 
understood, to relieve themselves from embarrassment than Con- 
gress possibly can do for them, would accomplish more substantial 
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benefit. Currency becomes efficient to the extent that it passes 
rapidly from hand to hand and to the extent it discharges the 
largest number of different obligations. With better banking 
facilities the country over, better supported and more largely 
patronized, the complaint now so frequently heard of the 
scarcity of currency would no longer be made, the use of it 
greatly economized, and its efficiency enhanced. To do all this, 
it is not necessary to have banks of issue, but well-conducted 
banks of deposit and discount, for through the general utilizing 
of the instrumentalities afforded by them — " bills, checks, and 
other machinery will perform," as Professor Bonamy Price says, 
"all the additional work." He further adds : 

"The quantity of notes or coin in circulation is related solely to those 
particular payments in which these tools are used; and the number of 
transactions employing these tools is more of a habit than anything else. 
Ready-money payments would multiply their use; an extension of bank- 
ing would diminish it." 

It is from this source that avoidance of periods of money 
scarcity must largely come, and not from continual increase in 
currency issues. The success of the Scotch bank system in meet- 
ing at all times the needs of the Scotch people has arisen more 
from the fact that it is the universal practice of the Scotch of even 
the most moderate means to lodge their money with the banks 
than from the volume or the manner of issuing it. They thus 
make every dollar an efficient agency in supporting the larger 
volume of transactions which are carried on through other instru- 
ments of trade and credit. In this country, while the aggregate 
number of persons who thus patronize the banks of the country 
seems large, the actual number in each community is compara- 
tively small, and, in consequence, much of the actual money of 
the country fails to perform the beneficial service which it would 
if once directed into proper channels. 

When the American people call into use, to the extent that 
the best business methods require, the aid which good banks can 
afford, Congress will be relieved from the recurring importunity 
to increase the volume of the circulating medium irrespective of 
its stability, the cry for more money will cease, each community 
will, in the greatest measure, contribute to relieving its own dis- 
tresses, and the financial vagaries of inflationists no longer con- 
tinue to plague our world of business and of politics. 

James H. Eckels. 



